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HOME HEALTH CARE, R&D TAX

AND THE WORLD ECONOMY

Mr. GRAMM. Mr. President, let me
now turn to home health care, R&D tax
credit and the world economy.

HOME HEALTH CARE

We put together a bill in the Finance
Committee to provide $1 billion to the
home health care industry, which has
been hit by a failure of HCFA to imple-
ment a workable program to try to
control the exploding cost of home
health care.

As my colleagues will remember, we
passed a bill to have a simple $5 copay-
ment for home health care. That co-
payment would not apply to moderate-
income people who would have their
cost paid by Medicaid. The administra-
tion said, no, that they could save the
money in another way, that they could
reform the system. So in the omnibus
reconciliation bill for the 1997 budget
last Congress, we gave them the ability
to do that. Now they have come up
with a totally unworkable program
which they say they can’t fix.

We responded in two ways: No. 1, we
in the Senate Finance Committee came
up with a bill to provide $1 billion for
home health care, and we paid for it by
going back and correcting a technical
error in the 1997 bill. We meant in that
bill to require the Federal Government
to reduce payments to health care pro-
viders for bad debt because it was pro-
ducing perverse incentives where they
were not trying to collect debts, since
the Government paid them off 100 cents
on the dollar, and where they were ba-
sically extending credit where there
was no hope of collection because,
again, it wasn’t their money.

We meant to do that for every health
care provider, but by a technical draft-
ing error, it only applied to hospitals.
So we were going to expand it to every
other health care provider. It saved us
about $1 billion from current law, and
we were going to provide $1 billion for
home health care relief to give the ad-
ministration another year or 18 months
to try to fix the problem that they
have created. We have now had Mem-
bers of the Senate—at least one Mem-
ber—object to that funding mechanism.

Look, I don’t object to the fact that
Senators have a right to stop a bill in
the waning hours of the session. I think
that represents part of the strength of
the Senate and, quite frankly, if you
are going to make laws in the last hour
of the session, you ought to have unan-
imous agreement.

I am disappointed, because I thought
that was a reasonable way to try to fix
the problem. We now have many other
people trying to come up with ways of
funding this $1 billion, including some
proposals that we have a bunch of little
tax increases.

I don’t think that is the way to go. I
hope we can work out a compromise,
but there has been so much said about
this issue that I wanted to come to the
floor and go on record as saying I am
for the solution that we reached in the

Finance Committee that would pay for
another $1 billion of aid to home health
care by changing the 1997 law to stop
payments for bad debt so that if you
don’t collect your bills, you have to
pay for it, and not the taxpayer. I hope
we can work out something.

I certainly believe it is possible to
come up with a solution. I thought we
had a good one. Someone objected to it.
So now we are scrambling trying to
find another solution.

R&D CREDIT

I am for the R&D tax credit. I think
it should be extended. I think the
House has come up with a good ex-
tender bill. I am for the House bill. I
am afraid that if we fool around trying
to add items, like tax credits for bio-
mass energy, which I think is a waste-
ful subsidy, that we are going to end up
with one bill in the Senate, one bill in
the House, and we are not going to get
the tax extenders. I hope we can just
adopt the House bill which deals fun-
damentally with the major issue in the
tax extenders, and that major issue is
the R&D tax credit.

WORLD ECONOMY

Finally, in the few minutes I have
left, let me say a little bit about the
world economy. I think that something
fundamentally is getting lost in all of
this discussion in the last couple of
weeks about the world economy. One
would think in listening to the admin-
istration and the many commentators
that the problem in the world economy
is that there is some economic equiva-
lent to the flu which is going around
the world and it is being caught ran-
domly.

The plain truth is, the collapse of the
economies in Asia was due to crony
capitalism where government was di-
recting capital politically rather than
economically. That system failed. As a
result, it pulled down the economies,
first of Thailand, and now several
countries in Asia, including Japan.

The solution to the problem is to end
crony capitalism. The solution to the
problem is to open their markets for
competition from American goods and
goods produced all around the world,
and eliminate the crony capitalism in
places like Japan, where American
goods had been kept out and in the
process it has weakened their economy
and it has hurt the world economy. The
solution is not to engage in capital
controls. And the solution is not to
simply have the world use its money to
support economic systems that do not
work.

So I think it is important to remem-
ber that the problem in the world econ-
omy is that we had countries practic-
ing crony capitalism. I think in the end
this can turn out to be a good thing,
not a bad thing. I think if we reform
economies in Asia, if we learn the les-
son in America that the Government
should not be deciding where invest-
ments are made, I think the world
economy can come back and be strong.

I am very concerned about the Inter-
national Monetary Fund. It was set up

at the end of World War II as part of
the Bretton Woods agreement. In those
days, we had fixed exchange rates, and
the IMF was supposed to provide fi-
nancing to make the system work. The
United States, in 1969, went on flexible
exchange rates. The Bretton Woods
agreement died. We have not had an
international financial crisis come out
of America since. So IMF has been
scrambling to try to find something to
do.

I do not believe they have done a
good job. I think in Russia they pro-
vided money most of which was simply
stolen. I think they did not get the eco-
nomic reforms they sought, and they
squandered their money and ours. I am
very concerned about what is happen-
ing in much of Asia. But I have de-
cided, with some concrete reforms, to
go along with additional money for
IMF. But they are going to have to
make the reforms to get the money.

The reforms are: If you want to use
your money, you can do anything you
want to do economically in the world.
If you want to shoot your economy in
the foot, or someplace worse, you have
a right to do it, but you do not have a
right to do it with our money. If you
want our money, you are going to have
to set out a plan to open up your econ-
omy for world trade, you are going to
have to have movement toward free
trade and free capital movement, you
are going to have to set up a system
where you give everybody equal justice
under the law in areas like bankruptcy,
and you are going to have to end crony
capitalism where the kinfolks of rul-
ers, where politically favored members
of political parties, end up getting own-
ership of property and end up getting
investment under their control.

The point is, these reforms are criti-
cally important if we are to avoid a
world financial crisis. And these re-
forms are going to have to be made if
we are going to provide the IMF the
money.

I just want to respond very briefly to
the representative from France, and
others, who said, ‘‘How dare the United
States of America try to tell us what
to do.’’ Let me make it clear, we do not
care what they do with their money.
But if they are going to spend our
money, they are going to have to use it
on programs that we believe can work.
And if they do not want to do it our
way, that is great, just do not take our
money; and they are not going to get it
unless they do it our way.

Finally, I think in some ways we are
adding to the world financial crisis by
using rhetoric that seems akin to the
sort of ‘‘The sky is falling’’ logic.
Crony capitalism failed. Government
does not work as an allocator of cap-
ital. That is hardly a surprise, but it is
a lesson that is proven in Japan and all
over Asia.

I remember not long ago sitting down
with a President and with a Cabinet
Member and another Member of the
Senate, and there was really a discus-
sion about our Government funding



CONGRESSIONAL RECORD — SENATES12536 October 14, 1998
high-definition television as part of in-
dustrial policy; the Japanese were
doing it, and we could lose our cutting
edge in technology.

Well, what happened? Fortunately,
we did not do it. I opposed it. The Japa-
nese invested over $1 billion in their
technology, which failed. The world
adopted our private technology, and we
now dominate the world market. Crony
capitalism does not work in America,
it does not work in Japan, it certainly
did not work in Korea and Thailand,
and the sooner they change their sys-
tem, the better off they are going to
be.

If they want to set their economy
right by using a system that we know
works—capitalism and democracy—
then we want to help. If they want to
keep trying crony capitalism and so-
cialism, we wish them good luck, we
will include them in our prayers, but
we will not fund that experiment, be-
cause we know it does not work.

I yield the floor.
Mr. SPECTER addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Pennsylvania.
f

UNANIMOUS CONSENT AGREE-
MENT—2-DAY CONTINUING RESO-
LUTION

Mr. SPECTER. Mr. President, I have
been asked to make a unanimous con-
sent request on behalf of our leader,
Senator LOTT.

I ask unanimous consent that when
the Senate begins consideration of the
two-day continuing resolution, there
be 10 minutes equally divided between
the chairman and ranking minority
member of the Appropriations Commit-
tee, and following the conclusion or
yielding back of time, the resolution be
agreed to and the motion to reconsider
be laid upon the table, all without ad-
ditional action or debate.

The PRESIDING OFFICER. Without
objection, it is so ordered.

f

THE BUDGET PROCESS

Mr. SPECTER. Mr. President, I have
sought recognition to comment about
the budget process and the status of
events now pending between the Con-
gress and the Administration.

We have come to a stage on appro-
priations where so many decisions are
left, in the final analysis, to negotia-
tions which involve only four Members
of Congress and now the Chief of Staff
of the President’s administration,
which I believe is far removed from the
regular order of the United States Con-
gress and the regular order as envi-
sioned by the Constitution where the
Congress legislates, presents bills to
the President, and the President either
signs or vetoes those bills.

We have, as we all know, 100 Mem-
bers of the Senate and 435 Members of
the House of Representatives. And it is
my view that, if unconstitutional, it is
certainly an unwise de facto delegation
of power to four Members of Congress:

The Majority and Minority Leaders of
the Senate, the Speaker, and the Mi-
nority Leader of the House of Rep-
resentatives.

My bill is illustrative. I chair the ap-
propriations subcommittee which has
jurisdiction of three major Depart-
ments: The Department of Education,
the Department of Health and Human
Services, and the Department of Labor.
And my staff and I worked during the
month of August, a recess month, so
that when we came back into session
on August 31 we would be prepared, as
we were on September 1, to have the
subcommittee act. The full committee
then acted on September 3 in an effort
to have this complex and important
bill considered early on by the Senate.

The bill never came to the Senate
floor because of other pressing business
and candidly, because the bill was so
controversial that it would likely be
tied up in matters which might not be
resolved. However, I believe that had
these issues been debated on the Sen-
ate floor, I think that they would have
had chance, a realistic chance. Ulti-
mately, with enough time and effort,
we could have prevailed. Similarly, in
the House of Representatives there was
never floor consideration to the legis-
lation covering these three important
departments.

So the subcommittee chairman and
the ranking members met and tried to
work out many of the points of conten-
tion. The matters have never been con-
sidered on the floor of the Senate
where under our procedures Senators
have the right to offer amendments,
the right to modify figures in the regu-
lar legislative consideration.

We are going to have to take a hard
look at our procedures when we recon-
vene next January so that we go back
to the regular order and to the process
under which this body, the Senate, con-
siders the legislation we have handled
on the floor and then in the conference
report and then present it to the Presi-
dent for his signature or for his veto,
as he exercises his Presidential judg-
ment.

We had a conference last Friday with
representatives from the Office of Man-
agement and Budget and the chairmen
of the Appropriations Committees from
both Houses, as well as the chairmen of
the subcommittees and ranking mem-
bers. At that time we were considering
an objection which the President had
raised to the appropriations bill cover-
ing education. The President had just
had a rose garden news conference and
was very, very critical of Congress for
failing to meet his demands, his re-
quests, his priorities on education.

I was asked to participate in a re-
sponsive news conference which, unlike
the President’s power of the bully pul-
pit, received virtually no attention.
The facts are these: The President has
requested for education $31,185,302,000;
on Friday the House-Senate Conference
Committee had come to a figure of
$31,832,358,000. Rounding off the num-
bers, the President was at $31.2 billion

and the House-Senate conference was
at $31.8 billion. We were $600 million
over the President’s figure. It led me at
that news conference to comment that
the President either did not know what
the figures were or was negotiating not
in good faith in representing that the
Congress had not met his requests for
an education funding figure.

A further controversy developed, and
I believe is still pending, although
those negotiations are ongoing. And
minute by minute we do not know
whether agreements are made or not
until we hear their final report. The
President asked for $1.1 billion for
classroom size. The President proposed
paying for that item with the proceeds
from the tobacco settlement, except
there never was a tobacco settlement
and we never had those proceeds to
work with.

My subcommittee had anticipated
that problem and had, in the report
which we filed, provided for reduction
in classroom size to meet what the
President considered a priority. We
agreed with him that it was a priority.
We allocated some $300 million for that
effort. According to the information
presented in our conference, the maxi-
mum expenditure for the next fiscal
year would have been $50 million. So
we had adequately taken care of the
President’s priority and we had more
than enough funding to proceed for the
first year.

It was our concern that the congres-
sional authorizing committees had not
taken up the item, which should be
done in the context where we saw there
was adequate funding. Had we had the
tobacco proceeds, I think a good bit
more attention would have been paid
to this. When the funding did not come
through, the subcommittee made its
best efforts. I believe the facts are il-
lustrated on these items, which were
the bones of contention. The sub-
committee had provided more funding
for education than the President had
requested, and it made an appropriate
allocation for classroom reduction size.
Congress had done its job on education.

It is obvious that when the President
speaks from that bully pulpit he may
even get more attention than when a
Senator addresses the same subject on
the Senate floor, seen by very few peo-
ple on C-SPAN2. But at least we do
what we can to establish the record for
the propriety of our congressional ac-
tion.

The business of having 535 elected
Members of the Congress delegate au-
thority to four individual Members,
short-circuiting our process, is not in
the national interest.

One of the items which has been
under consideration in the subcommit-
tee has been a complex question of
organ transplants. The subcommittee
has adopted the recommendation of the
administration, put forward by Sec-
retary of Health and Human Services
Donna Shalala, to establish regulations
issued by her Department. We held a
hearing on the subject and tried to
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